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Projects to earn Forest Offsets

Afforestation — Planting trees on land that has not
been in forest for the previous 10 years or more. A land
use change that creates new forest lands.

Reforestation — Planting trees on forest land where the
forest was destroyed and is not naturally regenerating.

Sustainable Forest Management z Changing forest

management so as to increase forest biomass and
retain it for long periods.

Harvested Wood Products z Credit for the amount
of wood that will remain in use or in landfills 100
years after it is harvested.
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Afforestation

Trees planted since January 1, 1999.

CRP will work; windbreaks, snow fences,
riparian plantings
Most use growth tables to estimate growth,

don’t need act ual me a
cases.

Cases are different; in the West, some are
combined with CRP grass planting to
include entire CRP area.
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Sustainable Forest Management

Forests must be certified through American Tree Farm
System (ATFS), Sustainable Forestry Initiative (SFI) or
Forest Stewardship Council (FSC).

Earn credits on the basis of verified annual increases in
above- and below-ground portions of live trees.

Baseline is December 31 of the year prior to project
initiation. Must have Inventory to set baseline.

Model can be used to project growth from inventory
year. Model results are discounted 20%. No discount
for projects with annual inventory.
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Sustainable Forest Management

Projects must place 20% in Reserve Pool.

[f subsequent inventory reveals a decrease in forest
carbon stock, project must provide additional credits
to cover the loss, or use their Reserve Account in the
Reserve Pool.

In the event of catastrophic loss, owners liability is
limited to the credits in the Reserve Pool.

[f forest land is sold or purchased, the allowable
carbon stocks will be adjusted to the new land area.

Landowner agrees to maintain forest certification for
15 years and keep forest stocks in the project beyond
the contract period.
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Harvested Wood Products

Must come from sustainably managed (certified) forests.
Credits are granted for the amount of wood estimated to
remain in use or in landfills 100 years after harvest.

e Forest Service methods and tables used to calculate.
For landowners, allowable credits are based on the weight
of wood delivered to the sale point, by timber type.

e Convert from volume measures to weight if needed.

e Multiply by 0.5 to adjust from green to dry weight

e Multiply by 0.5 to adjust from dry weight to carbon

e Multiply by (3.67)(0.9) to convert to tCO2e (metric)
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Harvested Wood Products

For landowners, multiply the tCO2ze calculated times
the following factors to get the 100-year credits that

will be eligible:
e Softwood sawlogs —0.334
e Softwood pulpwood — 0.162
e Hardwood sawlogs —0.285
e Hardwood pulpwood —0.176
To claim HWP credits, landowners should:

e Include a clause in their timber sale contract that
reserves the carbon credit reporting rights

e Be prepared to provide mill receipts to document sales.
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Role of Aggregator

Maintain a database of all projects at the stand level
that reflects management activities, growth and yield,
and other forest details.

Arrange for verification of project records and lands.
Manage the Reserve Accounts for Projects

Obtain CCX-required reports from landowners;
submit summary reports to CCX.

Assure CCX that all projects continue to meet CCX
rules.

Trade offset pools on the CCX trading floor; pay net
receipts to project owners.
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AFF Pilot Program

Three Pilot Projects for Carbon Aggregation
e New York
e Oregon
e Louisiana, Mississippi, Alabama, Arkansas

Goal: To establish a new opportunity for Tree Farmers
to participate in emerging carbon markets for:

e New income opportunities for family forests

e Added incentives for long-term sustainable
management

 To help keep forests in forest management
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AFF Pilot Program - Progress

The programs in New York and Oregon have been
approved for participation in the Chicago Climate
Exchange.

The business plans have been approved by sponsors in
New York and Oregon and the corporations are

established.

Next steps — organize the first pools.

The organizational plan for the 4-state southern group
has been developed and is being reviewed.
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Tree Farm Example

110 Acres — managed plantation

Actual inventory and growth model
(Oregon)
Started CCX Accounting in 2008

Plans a 9 acre second thinning in 2010, all
sawtimber

Plans a 40 acre first thinning in 2014, half
pulp, half sawtimber
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Project Accounting ¢ 110 Ac.

[tem Year 2008 | 2009 | 2010 | 201

Baseline (tCO,e) 4,243 4,722 5,201 5,336
Growth 479  479|  479| 479
Removals o) 0 344 @)
Net Change 479 479 135 479
20% Reserve 06 96 27 96
Reserve Account Total 06 192 219 315
Net to Market on CCX 383 383 248 383
Harvested Wood Credits 0 0O 140 o)
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/ Project Accounting 110 Ac.

[tem Year 2012 2013 2014 | 2015

Baseline (tCO,e) 5815 6,204| 6,773 64009
Crowrh 479 479 479 479
Removals 0 0 343 0
Het Cuange 479|  479| -364| 479
20% Reserve 06 96 -160 256
Reserve Account Total 411 507 347 603
Net to Market on CCX 383 383 0 223
Harvested Wood Credits 0 O 204 o)
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Optional Plann Split the Removal

[tem Year 2012 2013 2014 | 2015

Baseline (tCO,e) 5815 6,204| 6,773| 6,830
Crowrh 479 479 479 479
Removals o) o) 422 422
Net Change 479 479 57 57
20% Reserve 06 96 11 11
Reserve Account Total 411 507 518 529
Net to Market on CCX 383 383 148 148
Harvested Wood Credits 0 O 102 102
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What Happened?

The Carbon Credit Sales are highest in the years
when there is no timber harvest.

Harvested Wood Products Credits help smooth
out the accounting.

This Tree Farm got about 3.5 tons CO2 in the high
yedrs: : at ftoday S Pl CcCes

[f carbon prices are high enough, the harvest plan
might be changed to keep removals below
predicted growth.
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The Summary

Carbon Credits can provide an additional source of
income for Tree Farmers. Tree Farm certification can
pay off for landowners.

Extra expenses and contractual obligations are
involved. It is not free money.

Professional foresters will be needed on most Tree
Farms to carry out the detailed inventories needed to
participate, and provide the model results needed to
predict yields. This is a new opportunity for
consultants.

Working through an aggregator is necessary for most
Tree Farmers as a means of selling their carbon credits.
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The Plan

NCOC is working with organizations willing to be a
sub-aggregator for forestry projects.

Sub-aggregator works with landowners, develops
projects, maintains records and reports.

NCOC works with verifiers, assures verification,
registers and trades credits.

Aggregator commission = 15% of gross trade; NCOC
takes 5%; Sub-Aggregator takes 10%.



